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CHAPTER 1

INTRODUCTION

The first comprehensive study of the school land leasing

problem was made in 1960 by the Legislative Council of the

Colorado General Assembly. At that time an alleged conflict

of interest in the administration of public school land brought

an investigation of the administration of public school lands

in Colorado.

The purpose of this study was stated to be: "to study the

procedures and policies of the State Board of Land Commission-

ers with a view toward securing a maximum revenue yield to the

public school fund."1

A number of specific problems were examined concerning

the leasing practices followed by the State Board of Land Com-

missioners. One of the major considerations was a comparison

of rental income per acre from surface leases of land in Colo-

rado with income from surface leases in eight other states.

Further, it was found in 1960 by the Legislative Council

that, "The situation with regard to lease rate policies of the

land board is not clear. For example, at the Denver meeting,

Mx. Willburn, board commissioner engineer, said that the rental

fee is arrived at by the productivity of what the land is be-

ing leased for. On the other hand, at the Colorado Springs

meeting, Mr. Ramsey, board president, reported that "when a

man comes in there, and renewed (sic) a lease for six years,

and went out there the next day and put it in a five-year soil

bank contract, we knew nothing about that, and cared less, as

a matter of fact."2

This raises the question as to how the matter of produc-

tivity is evaluated if the board does not care to know the pur-

pose for which the land will be used, especially in view of the

fact that the board knowingly would issue a lease at 37 per

acre, part of which, at least, was placed in the federal soil

bank program.

The council further questioned leasing criteria and prac-

tices when lease rates were lowered:

ipublic School Lands in Colorado. Colorado Legislative Council. ,

Denver, Colorado. Research Publication No. 47. December 1960.

p. 1.
2Ibid p xxi.,



Lease Rate Reductions. In reviewing the board's proceed-
ings, a few instances were noted where lease rates were reduced.
One instance, reported in the proceedings of February 28, 1955,
was to the effect that the board felt the lease to Mr. Carl
Hussey was too high whereupon it ordered the old lease cancell-
ed and a new five-year lease issued. The original lease, S-
28241; was issued for the period March 6, 1954, to March 6, 1959,
at the annual rates of $5.00 per acre on 140 acres of agricul-
tural land and 344 per acre on the 500 acres of grazing land.

A similar report to the Hussey lease is noted in the pro-
ceedings for June 29, 1956, as follows:

"Because of the rental rate being excessive, the
Board ordered the cancellation of Lease No. 5-
27709, effective March 25, 1956, and under Appli-
cation 56/373 a new five-year lease is granted the
lessee at a rental rate of $0.40 per acre per
annum, the lease to date from March 25, 1956.
Lessee, Eva Adcock."

S-27709, which was a five-year grazing lease beginning on
March 25, 1953, carried a yearly rate of $1.25 per acre on
59.75 acres of grazing land. It is noted that these actions
were taken under the provisions of the Colorado statutes,
being sections 112-3-9 and 112-3-14.

The pertinent literature revealed that much confusion
exists relative to lease rates and practices.

In 1963, a two-part work by N. K. Roberts and E. B. Wen-
nergner at Utah State University discussed rental practices in
Utah. and has relevance to the situation in Colorado. In the
bulletin entitled, The Economics of Selecting and Administering.
State Lands for Galazing_pse, a discussion of the economic im-
pact on ranches if grazing fees are raised is presented.

Raising grazing fees on public lands will increase the
costs of operation for randhers. The immediate effect will be
a decrease in net ranch returns. For ranchers with cost-re-
turn structures that cannot withstand increased costs over
the long-run, operational adjustments must be made to stay in
business. Adjustments may take the form of changing size
in ranching, or adjustments can take the form of reorganizing
resources for more intensive and productive uses.

"In addition to the immediate decrease in income, a drop
in value of ranch capital would be realized at the time of sale.
This may well be the most significant impact of fee increases..."3

3N. K. Roberts and E. B. Wennergner, The Economics of Selectins
and Administering_State Lands for Grazing Use, Bulletin 443,
Agriculture Experiment Station, Utah State University Logan,
1963, p. 10.
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It certainly would not be wise to impose a rental rate
fee on school land in Colorado so high that a rancher or
farmer could not afford to p-y. It is not a matter of supp-
orting the stock raising or xarming interest in the state,
but rather setting the rates at a realistic figure to bring
maximum revenue to the school fund and the farmer or rancher
still have an economically efficient unit.

But what are realistic rates fur rental purposes? There
were no studies that indicate fair rates of rental for both
the farmer or rancher and the School Income Fund in the State
of Colorado. There are available statistics on a state to
state basis but the nature of the topography is so diverse
and the economics of the states differ to a degree that these
statistics tell little.

The problem of conflicting bids also needed review.

In the last six years, 1960 through 1965, a total of 156
persons submitted conflicting applications for grazing leases
on state school land. These applications may be submitted by.
anyone desiring to lease school lands at the time any of the
present leases expire. The conflicting applications were for
a total of 122,664.16 acres of land.

Table 1 shows the increasing number of conflicting bids
and the increasing number of acres involved each year. How
these conflicting bids are acted upon will have considerable
influence on the School Income Fund in Colorado. It seems
necessary to suggest a penetrating look into the administration
practices followed by the State Board of Land Commissioners.

TABLE I

CONFLICTING APPLICATIONS

Year Number of Acres Average Offer
--- Applications Involved Per Acre

1960 30 36,971 $0.84

1961 11 6/200 0.91

1962 18 12,751 1.06

1963 30 21,048 0.95

1964 32 20,363.39 NA

1965 35 25,310.77 NA

Little was available in the literature concerning the



practice of "subleasing." The writer references were made to
find any studies or writings in this area. Two specific re-
ferences were made to the practice however, one in the Denver
Post in 1960 and the second in the Legislative Council Minor-
ity Report of 1960.

Below is quoted a portion of the Den er Post editorial
concerning subleasing (trafficking) practices:

The Legislature now needs to look at the problem
in its proper perspective. Are the lands bringing in
a reasonable amount of money for the school fund?
Should the lands be sold? Is there trafficking in leases
without board approval? How can competitive bidding be
made more effective?4

The Legislative Council findings were as follows:

SuLleasing Policies. Subleasing policies followed by the
1.and board vary. In the lease contract, item number four pro-
vides:

"Subleasing during any part of lease period
will automatically cause loss of priority or
preference right to renewal."*

However, exactly what constitutes subleasing is another sub-
ject for board determination. In this respect, for example,
in its bulletin of May 27, 1955, the board stated that "Pas-
turing of cattle belonging to other than the lessee will not
necessarily be considered subleasing." This position was
further confused in the board's bulletin of September 23, 1957,
when it said:

"In view of the present grazing law under which
we are operating, we do not consider taking in
cattle to pasture a violation of the lease con-
tract..."

IN JANUARY OF 1955, EXAMPLES WERE NOTED IN THE BOARD'S
_PROCEEDINGS OF THREE DIFFERENT APPROACHES ON THE PART OF THE
BOARD TO SUBLEASING PRACTICES, AND WHILE OTHER LIKE EXAMPLES
WERE NOTED SUBSEQUENTLY IN LATER BOARD PROCEEDINGS, THESE
THREE CASES PERHAPS WILL ILLUSTRATE THE SITUATION.

IN THE FIRST EXAMPLE, ON JANUARY 14, 1955, THE BOARD OR-
DERED THAT LEASE NUMBER S-25867 NOT BE RENEWED TO MR. L. D.
BANTA BECAUSE OF HIS CONTINUOUS SUBLEASING. ON THE OTHER HAND,
ON JANUARY 31, 1955, THE BOARD ORDERED A NEW FIVE-YEAR GRAZING
LEASE BE ISSUED TO MR. W. C. WHEELER AT A RENTAL RATE OF 344

Denver Post, 1960.
*See Appealx B for a copy of the Lease Contract.
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PER ACRE. THE BOARD ALSO ORDERED THAT ACCEPTANCE BE MADE OF
$57 IN FULL SETTLEMENT OF SUBLEASING BY MR. WHEELER DURING
THE 1954 SEASON. At that same meeting, the board issued a
lease to Mr. John C. Vroman, Jr., with the following comment:

"This is to be an immunity lease and rental
rates are to apply for the full five year term
of the lease. LesusLif_aogqadtheaulailsaa,
of subleasinceterm of the lease."
(Emphasis added)

The state land board reports that immunity leases are no
longer issued as a result of a change in policy in 1956.

A study of the available literature reveals the need for
additional evidence to establish clear policies regarding (1)
the setting of reasonable lease rent rates on school lands in
Colorado, (2) the determination of existing rules, procedures
and administrative practices concerning the disposition of
conflicting bids on school lands and (3) the determination of
existing rules, procedures and administrative practice con-
cerning the practice of subleasing school land in Colorado.

The educational leaders in the state also need a basis
to make judgments concerning leasing practices. Just recently
(September, 1966) the following resolution was referred to the
Legislative Commission of the Colorado Education Association.

REFERRED
1. School Lands

Resolved that the CEA support legislation
leading to the sale of school lands when it is

economically feasible. Economic feasibility
should be based on net income to schools after
considering income from investment of sale
price plus income from property tax not pre-
viously collected on such lands in relation
to present rental fees and projected increases
invalue of said lands.

Submitted by Kiowa County Re-1 Education Assoc-
iation.

Reason: School land, in many areas, is not
being rented at rates high enough to realize
maximum income to th state. For example,
land selling for $30 per acre is renting for
$.42 per acre. This is an investment rate -

of 1.4 percent. Why not sell the land and
invest the money at 4 or 5 percent; also if

5Colorado Legislative Council. gs. cit., p. xxi.
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sold, the land would then be placed on the
tax roll and bring in $.15 per acre taxes
every year.

TO LEGISLATIVE COMMISSION.

Many in the state believe that there is a need to raise
the rental rates and retain the land. However, it is neces-

.sary to first establish what rental rates may be fair for the
rancher/farmer and to the School Income Fund. It was these
leasing problems that this research project was designed to
investigate in depth.

DEFINITION OF TERMS

The following terms in this research are of such a nature
as to require definition:

Subleasing: The practice of acquiring a lease on state
public school land and then permitting a-
nother tenant to use the land either free
or for compensation.

Conflict Bid: When two or more parties wish to acquire
state public school land leases at the
experation of the prescribed lease period.
Competitive offers are then made by the
interested parties.

-6-



CHAPTER II

RESEARCH PROBLEM

The problem on which this research was focused concerned
a thorough examination of policies pertaining to three basic
problems in leasing practices. More specifically the problem
centers around these questions:

(1) How does the revenue produced from state
school land leases compare wi,th.revenue
produced from comparable privately owned
lands that are being leased?

(2) What policies and administrative policies
are now being followed by the State Board
Land Commissioners regarding the disposi-
tion of conflicting bids on state school
lands?

(3) What policies and administrative practices
are now being followed by the State Board of
Land Commissioners regarding the practice
of subleasing of school land?

The State Board of Land Commissioners have been granted
very general and broad power in regard to leasing state public
school land. Leasing of surface rights are governed by Colo-
rado Law Article 3, Chapter 112, Public Lands and Rivers.

Section 112-3-18, 1966 Colorado Revised Statutes (C.R.S.)
Supplement, provides that public lands will be leased by the
board so as to produce an "optimum long-term revenue," with
no lease for grazing or agricultural purposes to be issued for
a period longer than ten years.1 In determining maximum bene-
fit to the state in the renewal of any expiring lease, the
board is directed to consider the care and use given the land
and the development work done by the lessee in conserving and
promoting the productivity of the land and the classification,
location and contribution to the unit controlled by the lessee.
Preference is provided present lessees in that, before the
land "shall be leased to anyone other than the present lessee,

iLands within city boundaries may be leased for a term not ex-
ceeding 50 years. All such lands shall be reappraised and
classified at least every five years, and lessees thereof must
pay any increased rental or forfeit the land under lease (Sec-
tion 112-3-20, 1966 C.R.S.).



the present lessee shall be given ten days notice and an op-
portunity during said ten days to negotiate with the state
board of land commissioners concerning a new lease."

The section further provides that the board make a list-
ing of all leases in advance of their expiration date, on a
quarterly basis, and at least five days prior to the beginning .

of each quarter a copy of this listing is to be transmitted
to the county clerk for posting in a conspicuous place in the
courthouse and another copy is posted in the office of the
land board.

All lease applications are to be in writing, stipulating
the rental the applicant is willing to pay and under such
other regulations as the board may prescribe. An applicant
must also furnish evidence of his responsibility to carry out
the terms of the lease and any applicant other than the pre-
sent lessee must deposit with his application a sum of money
equal to the payment of the first year's rental. The board
is granted the power "to cancel and terminate any lease at
any time if it finds that a lessee has violated any of the
provisions of the lease or made any false statement in his
application therefor."

Further, the General Assembly in 1937 authorized the land
board to adjust rentals when "in its opinions conditions jus-
tify" this action.2 All lease rentals are payable in advance,3
and lessees must be bonded to secure the state against loss.4

Under the provisions of Section 112-3-6, 1966 C.R.S.,
the land board may require written reports from its appraisers
on such items as the general character, adaptability, and
estimated value of land parcels. In this connection, the law
also authorizes the state land board to reclassify and reap-
praise any lands owned by the state at its discretion.5

In the event a person applies to lease state land upon
which there are improvements belonging to another party, be-
fore a lease is issued he must first pay to the owner the price
of the improvements as agreed upon by the two parties or as
fixed by the land board.b Otherwise he cannot be issued a
lease.

In amplifying these statutory provisions, the State
Board of Land COmmissioners has adopted various rules and re-
gulations. At times, however, the board has changed or sus-

7g7jtion ll2-3-14, 1966 C.R.S.
3Section 112-3-17, 1966 C.R.S.
4Section 112-3-30, 1966 C.R.S.
5Section 112-3-9, 1966 C.R.S.
6Section 112-3-19, 1966 C.R.S.
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p....2Efed_AI.spEnyules as it deemed necpssary. (Emphasis added)

By board regulation, lease applications must be filed at
least 60 days prior to the expiration of the existing lease.
"However," the board points out, "the Board is not obligated
to accept the high bid, but can still make the deal which we
think will be the best for the State and schools in the long
run. In other words, the present lessee will have to meet
any other bid which the Board feels is made in good faith and
within reason."7 (See chapter on Conflicting Bids.)

Lessees are permitted to assign their state land leases
subject to board approval. Following the adoption of the 1955
amendment to Section 112-3-18, the board reduced the assign-
ment fee levied in such cases to an amount equal to one year's
rental. Previously, the board collected a consideration for
approving a lease assignment of two and one-half times one
year's rent. The board reported its reason for the fee re-
duction in its bulletin issued on May 27, 1955:

"Under the new law, the holder of a lease has the prefer-
ence right of being able to meet the high bid, but we do not
feel he receives quite so much when he takes over a lease on
an assignment, so we are reducing that consideration to one
year's rental. When we were collecting two and one-half times
an annual rental we took up the old lease and issued a new one
so that the assignee had protection for five years; but under
the present law that would not work as we are required to
post expiration dates in the court houses, and if we arbitrar-
ily issue a new lease for five years, where the old one only
had a year or two to run, it would be contrary to law as it
would deprive any prospective applicant for land he desires
to lease."

In regard to the federal soil banking program, some les-
sees placed their leased state land in this program, thereby
receiving a set income of a given amount per acre for the life
of the contract. Some controversy developed over this practice,
however, particularly where the land concerned was classified
by the state land board as grazing land and not agricultural
land, since the federal program had been established to reduce
cultivation of crop land. The state land board treated this
issue as one not requiring any procedural or policy changes.
In essence, the board adopted the position that placing state
land in the soil bank was the sole business of the lessee so
long as he continued to pay the rental rate which had been set
by the board. In 1959, Congress enacted a law prohibiting the
placing of any more state-owned land in the soil bank program
so that this is no longer a current problem.

'General Bulletin No. 2, October 14, 1955.
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CHAPTER III

OBJECTIVES AND PROCEDURE

Project 7-8167 was undertaken to provide information con-
cerning leasing practices on public school land followed by
the State Board of Land Commissioners in Colorado. Specifical-
ly the objectives of the research are as follows:

(1) To compare income from leases on state school
lands with income from leases of similar pri-
vately administered lands,

(2) to identify board policies and administrative
practices being followed by the State Board of
Land Commissioners regarding the disposition
of conflicting bids on state school land and

(3) to identify policies and administrative prac-
tices being followed by the State Board of
Land Commissioners regarding the practices of
subleasing school lands and its impact on the
school funds in Colorado.

These objectives were formulated in the proposal stage
of this research because of the apparent lack of information
concerning leasing practices in Colorado.

PROCEDURE

The following procedure was the original outline of Pro-
ject 7-8167:

The procedure will involve four major steps. Twenty-five
leases representing twenty-five sections (640 acres each or
16,000 acres) of state school land will be selected for the
purpose of comparing income with twenty-five sections (640
acres each or 16,000 acres) of privately administered land.
The twenty-five sections will be selected in such a way as to
represent ail types of land now being held by the State of
Colorado. This land will be selected in consultation with
one or more land board members. In addition the recommenda-
tions of a valuation consultant will be obtained. The twenty-
five sections of privately held land and the twenty-five sec-
tions of school lands will be selected from an area east of
the Continental Divide since this is the location of most
school lands remaining in Colorado. Also the twenty-five sec-
tions will be land similar in use and topography to that of



each school section selected. The valuations consultant will
also be used in the selection of these parcels. He will ab-
stract out of the private leases all economic contingencies
such as improvements, water, access and length of lease for
the purpose of making income comparisons on the land only.
It will be necessary to travel to each of the leases compared
for the purpose of establishing the similarity of the state
land and the private land.

Second, records on file at the land board will be inves-
tigated for the purpose of determining rules, regulations and
policies followed in the disposition of conflicting bids on
state school land. Also involved will be the tabulation and
investigation of the final disposition of the conflicting bids
filed on state held lands since 1960. This will be done in
an effort to determine if the highest return to the school
funds is currently being realized.

Third, an investigation of all the rules, regulations and
policies regarding subleasing practices will be made to deter-
mine if the public school fund is best being served by such
subleasing practices.

The twenty-five sections of privately administered land
were selected between May 10 and July 10 of 1967. It was
found during the selection pxocedure that it was neither prac-
tical nor desirable to seek complete 640 acre sections. Many
sections were partially leased or other circumstances made
it impossible to select complete sections. Further, to select
land in sudh a way as to represent all types of land in Colo-
rado, more than twenty-five private held leases had to be
used to establish clear trends in leasing income. Therefore,
approximately 24,464 acres or slightly over 38 sections were
used to establish income from cash rents on private property.

Further, the procedure was modified to put special atten-
tion on the-South Platte watershed. There are two reasons why
this special accord was granted this area.

1. The South Platte watershed contains an adequate
sampling of the more productive land use class-
ifications found throughout the State of Colo-
rado.

2. The South Platte watershed contained the great-
er number of cash rents available for measure-
ment of the leasing activities conducted be-
tween private investors.

Various other counties were sampled throughout the State. The
foregoing is not meant to exclude other counties investigated.

During August, September and October of 1967 each of the
private leases were visited by the principal investigator,
the valuation consultant or both of these parties. Also state



land in each of the counties covered in the "Analysis of Data"
was visited to ascertain its character and use.

The second and third steps of the procedure were carried
out on a full time basis during November and December of 1967.
Records on file at the State Land Board in Denver were inves-
tigated for the purpose of determining rules, regulations and
policies pertaining to conflicting bids and sub-leasing prac-
tices. At times this was difficult due to the lack of written
policies by the board. Much of the policy was discussed on
a person to person basis.

-12--



CHAPTER IV

ANALYSIS OF THE DATA AND FINDINGS

Limitations on Analysis of Data

During the course of this study it was extremely diffi-
cult to find cash rental of private property. The writer
feels that a number of cash rentals are currently in effect
but it was difficult to get persons to provide information
about them. Further, many of the cash rentals on private
property were in large blocks, making direct comparisons
nearly impossible. There was however, considerable evidence
to establish trends in lease inc rt) These trends were estab-
lished by reviewing records on 1' ,e at the State Board of
Land Commissioners in Denver, Cllorado. The principal in-
vestigator reviewed in excess 700 leases on state admin-
istered land involving a total of approximately 600,000 acres
of land. The income comparisons that follow are based upon
the valuation consultants analysis of nearly 38 sections
(or 23,464 acres) in private leased land and the extensive
data provided by the leases on record in State Land Board
Files.

Part 1.

Report of the Valuation Consultant and comparitive figures
on State administered lands.

INTRODUCTION

An article entitled "Land Prices and Farm Earnings" by
William Scofield, published October 19, 1964 in Farm Real
Estate Market Developments states "rent paid for farm lands
provide a close approximation of gross returns. Cash rents
provide a more (emphasis added) direct measure of the annual
use-value of the land."

Considering the foregoing as a foundation, the writer has
reported only cash rents between private investors in the
following sections of the report in spite of the fact that
rents on a crop share basis were more numerous.

Because the intangible factors accruing to the landlord
or tenant on a crop share basis were frequently uncertain
or immea.surable, the writer restricted his investigation to
data that represented evidence from which reasonable conclusions



could be drawn, viz., cash rents.

Virtually all of the persons interviewed requested anonym-
ity and in honoring these requests, the writer has identified
the various cash leases alphabetically.

LARIMER COUNTY

Larimer County, located in North Central Colorado with
the Medicine Bow range of mountains as its westerly boundary,
includes an area of approximately 2,640 square miles. The
climate in the north and east is comparitively mild with long
warm summers and moderate winters while the weather in the
mountainous western part is more severe with very heavy snow-
fall. Its growing season approximates 139 days. The surface
is irrigated valley and level plains in the easterly portion
and rugged mountains in the west. Elevations range from
4,800 to 13,562 feet. This county lies in the South Platte
watershed except for the north west corner which is drained
by the Big Laramie River, tributary of the North Platte River.
The principle streams are the Cache La Poudre, Big Thompson
and Little Thompson, tributaries of the South Platte River and
numerous other smaller tributaries.

Cash leases are as follows:

A. Area - 119 acres

Annual Cash Rent - $4,000.00

Type - Irrigated Cropland

Cash Rent per Acre - $33.61

Comments - Landlord pays taxes
and furnishes water.

B. Area - 131 acres

Annual Cash Rent - $4,000.00

Type - Irrigated Cropland

Cash Rent per Acre - $30.53

Comments - Landlord pays taxes
and furnishes water.

-14-



C. Area - 100 acres

Annual Cash Rent - $3,000.00

Type - Irrigated Cropland

Cash Rent per Acre - $30.00

Coroments - Landlord pays taxes
and furnishes water.

D. Area - 210 acres

Annual Cash Rent - $2,000.00

Type - Sub-irrigated pasture,
alfalfa

Cash Rent per Acre $9.52

Comments - Landlord pays taxes

E. Area - 100 acres

Annual Cash Rent - $5,000.00

Type - Irrigated Cropland

Cash Rent per Acre - $50.00

Comments - Landlord pays'taxes
and furnishes water.

F Area - 100 acres

Annual Cash Rent - $3,500.00

Type - Irrigated Cropland

Cash Rent per Acre - $35.00

Comments - Landlord pays taxes,
tenant furnishes water.

Summary - Larimer County

A. Irrigated Cropland - 550 acres

Annual Cash Rent - $19,500.00

Average Cash Rent
per Acre - $35.45
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B. Sub-irrigated
Pasture, 'alfalfa

Annual Cash Rent

Cash Rent per Acre

- 210 acres

$2,000.00

- $9.52

No records of cash rentals on private property for graz-
ing purposes were found. However, the following comparisons
can be made:

Private Lease

Grazing No Data Available
Dry Farm No Data Available
Irrigated Farm 35.45 per acre

State Lease

.338 per acre
2.95 per acre
3.75 per acre

The rather large difference in rental here can be attributed
to the fact that the landlord owns and furnishes the water
plus paying the taxes.

The following range of income of state land in Laemer
County is as follows:

Larimer County

Bigh Averag_e_gash Lease Low

Grazing .50 .338
Dry Farm 2.00 Only 1 lease
Irrigated Farm 3.75 Only I lease

MORGAN COUNTY

.20
OMNI IMO FM

=MN MOO MO

Morgan County, located in the north eastern quarter of
the state in the South Platte watershed, has an area of approx-
imately 1,300 square miles, and is virtually 36 miles square.
The climate is comparatively mild, with long warm summers and
short winters with moderate temperatures. The growing season
approximates 146 days. The surface is principally level prairie
with elevations ranging from 4,100 to 4,600 feet. The South
Platte River and its tributaries, mainly Bijou, Badger, and
Beaver Creeks cross this county and irrigate its farm lands.

Cash leases are as follows:

A. Area

Annual Cash Rent
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Type

Cash Rent per Acre

Comments

- Dry Cropland

-

- Landlord pays taxes.

The following comparisons can be made in Morgan County:

Private Lease

Grazing No Data Available
Dry Farm $3.49 per acre
Irrigated Farm No Data Available

State Lease

.479 per acre
2.31 per acre
3.91 per acre

The following range of income on State Land in Morgan
County is as follows:

High

Grazing 1.00
Dry Farm 3.50
Irrigated Farm 5.00

Morgan County

Average Cash Lease

.479
2.31
3.91

Low

.20
1.00
3.00

The following ranges of income were ascertained by the
Valuation Consultant on private land:

High. Average Low

Grazing 1.25 .60 to .70 .55
Dry Farm 10.94 3.50 to 3.75 2.50
Irrigated Farm 50.00 30.00 to 35.00 25.00

WELD COUNTY

Weld County, located east of center in the northern tier
of Colorado Counties: has an area of approximately 4,033
square miles. The climate is dry and generally mild with long,
warm summers, moderate winters aild a growing season of approx-
imately 138 days. The surface is level or rolling prairies
with low hills near the westerly border and elevations ranging
from 4,400 to 5,000 feet. The South Platte River and its tri-
butaries, the Cache La Poudre, Big Thompson, Little Thompson,
Boulder, St. Vrain, and other small streams drain the county.

Cash Leases are as follows:

A. Area - 440 acres
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Annual Cash Rent

Type

Cash Rent per Acre

Comments

B. Area

Annual Cash Rent

Type

Cash Rent per Acre

Comments

C, Area

Annual Cash Rent

Type

Cash Rent per Acre

Comments

Area

Annual Cash Rent

Type

Cash Rent per Acre

$550.00

Dryland Pasture

$1.25

Landlord pays taxes.

1,400 acres

$5,250.00

Dry Cropland

$3.75

Landlord pays taxes.

2,000 acres

$5,000.00

Dry Cropland

$2.50

Landlord pays taxes

7,000 acres

$3,850.00

Dryland Pasture

$.55

Comments Numerous owners; con-
ditions as to payment
of taxes vary.

E. Area 106 acres

Annual Cash Rent $3,700.00

Type Irrigated Cropland

Cash Rent per Acre $34.90

Comments Landlord pays taxes and
furnishes water

Summary - Weld County

A. Irrigated Cropland - 106 acres
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Annual Cash Rent

Cash Rent per Acre

B. Dry Cropland

Annual Cash Rent

Average Cash Rent
per Acre

C. Dryland Pasture

Annual Cash Rent

Average Cash Rent
per Acre

- $3,700.00

- $34.90

- 3,400 acres

- $10,250.00

- $3.01

- 7,440 acres

- $4,400.00

- $.59

The following comparisons can be made in Weld County:

Private Lease State Lease

Grazing .59 per acre .468 per acre
Dry Farm 3.01 per acre 2.446 per acre
Irrigated Farm 34.90 per acre 3.99 per acre

The range of prices on public land are as follows:

Weld County

gh Average Cash Lease Low

Grazing 1.25 .468 .25
Dry Farm 4.00 2.446 1.00
Irrigated Farm 6.00 3.99 2.75

The range of prices on private land as ascertained by the
Valuation Consultant are as follows:

Ig.2111 Avelam Low

Grazing $ 1.25 $ .60- .70 $ .55
Dry Farm 10.94 . 3.50- 3.75 2.50
Irrigated Farm 50.00 30.00-35.00 25.00

LOGAN COUNTY

Logan County, in northeastern Colorado, is rectangular in
outline with an area of approximat31y 1,849 square miles. The
average growing season is 139 days. The surface is generally
level or rolling except for a few hilly areas in the north.
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Elevation ranges from 3,600 feet td approximately 4,100 feet.
The South Platte River crosses the county and contains most of
the fertile irrigated land. The climate is comparatively mild
with short moderate winters and long warm summers.

Cash leases are as follows:

A. Area - 1,200 acres

Annual Cash Rent - $11,000.00

Type - Sub-irrigated pasture,
alfalfa

Cash Rent per Acre - $9.16

Comments - Landlord pays taxes

B. Area - 1,100 acres

Annual Cash Rent - $5,500.00

Type - 900 acres short pasture,
200 acres sub-irrigated,
alfalfa

Cash Rent per Acre - $5.00

Comments - Landlord pays taxes

C. Area - 750 acres

Annual Cash Rent - $18,750.00

Type - Irrigated Cropland

Cash Rent per Acre - $25.00

Comments - Landlord pays taxes,
furnishes water, and
pays all electricity
and pumping.

D. Area - 762 acres

Annual Cash Rent - $16,800.00

Type - 440 acres irrigated
cropland, 322 acres
short pasture

Cash Rent per Acre
Irrigated - $33.00
Pasture $ 3.97
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Comments. - Landlord pays taxes
and furnishes water

E. Area - 3,500 acres

Annual Cash Rent - $11,000.00 - 10 year
lease

Type - Short pasture

Cash Rent per Acre - $3.14

Comments - Landlord pays taxes

F. Area - 800 acres

Annual Cash Rent - $7,500.00

Type - 413 acres sub-irrigated
pasture, alfalfa, 387
acres short pasture

Cash Rent per Acre - $9.37

Comments - Landlord pays taxes

Summary - Logan County

A. Irrigated Cropland - 1,190 acres

Annual Cash Rent - $33,250.00

Average Cash Rent
per Acre - $27.94

B. Sub-irrigated pasture
alfalfa - 6,922 acres

Annual Cash Rent - $36,280.00

Average Cash Rent
per Acre - $5.38

The following comparisons can be made on Logan County:

Private Lease State Lease

Grazing No Data Available .497
Dry Farm No Data Available 2.40
Irrigated Farm 27.94 3.32
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The range of prices on public land are as follows:

Logan CounIx

pigh Average Cash Lease Low

Grazing 1.50* .497 .20
Dry Farm 3.00 2.40 1.50
Irrigated Farm 5.00 3.32 2.50

The range of prices on private land as ascertained by
the Valuation Consultant are as follows:

Hiah Averagp Low

Grazing 1.25* .60- .70 .55
Dry Farm 10.94 3.50- 3.75 2.50
Irrigated Farm 50.00 30.00-35.00 25.00

ROUTT coupTy

Routt County, located in the northwesterly quarter of
the state, contains an area of approximately 2,231 square
miles. Its eastern boarder is the Continental Divide. The
climate is rather severe with long winters and heavy snowfall
and short cool summers. The growing season approximates 75
days. The surface of the west and central parts in an exten-
tion of a great plateau crossed by the Yampa River, and the
eastern border is mountainous. Main tributaries of the Yampa
River in Routt county include Elk and Bear Creeks, and Trout,
Middle and 1Psh Creeks with abundantly fertile valleys.
Elevations range from 6,230 to about 12,000 feet.

Cash rents are as follows:

A. Area

Annual Cash Rent

Type

Cash Rent per Acre
Irrigated Cropland
Pasturc
Total

Comments

- 419 acres

- $3,500.00

- Irrigated cropland
and pasture

- 82 acres @ $25.42
- 337 acres $4.20
- $3,500.00

- Landlord pays taxes
and furnishes water.

*It should ba noted here that in this instance State land has
a higher income than privately leased land,

11111611MMIMMIMIMEME111111111111111111110.1mogere.......0-s-....
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The following comparisons can be made in Routt County:

Private Leased State Leased

Grazing No Data Available .36
Dry Farm 4.20 2.57
Irrigated Farm 25.42 2.75

The range of prices on public school land in Routt County
are as follows:

laTALLSEILIE.

Eiall Average...Cash Lease Low

Grazing .82 .36 .15
Dry Farm 3.00 2.578 2.00
Irrigated Farm 3.60 3.175 2.75

The range of prices on private land as ascertained by the
Valuation Consultant:

iligh Average Low

Grazing 1.25 .60- .70 .55
Dry Farm 10.94 3.50- 3.75 2.50
Irrigated Farm 50.00 30.00-35.00 25.00

EL PASO C07NTY

El Paso County, in central Colorado contains a gross area
of approximately 2,159 square miles. The surface is mostly a
rolling plains area in the east and south, with foothills and
mountains in the west and northwest. The timbered covered
divide between the tributaries of the Arkansas and South Platte
Rivers crosses the northern part of the county from west to
east. Elevation ranges from 5,000 feet in the southeast to
14,110 feet at the summit of Pikes Peak, on the county's wester-
ly border. The climate is generally mild and healthful al-
though winters are cold in the mountain areas. The average
growing season approximates 146 days. Principal streams are
Monument and Fountain Creeks, which converge in Colorado Springs,
then join the Arkansas River at Pueblo.

One of the more interesting leasing practices discovered
by the writer were those conducted in various areas of El Paso
County. According to information furnished the writer, an
annual cash rent of ten percent of the appraised value of the
land is paid by a lessee to the lessor. The appraised value
of the land is established by agreement between the lessor and
lessee and is based upon comparable land sales in the area.
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Under this agreement, the lessor agrees to payment of real es-
tate taxes and generally the lessee assumes other expenses.

Other cash rents are as follows:

A. Area

Annual Cash Rent

Type

Cash Rent per Acre

Comments

- .750 acres

- $500.00

Dryland pasture

$ .66

- Landlord pays taxes.

The following comparisons can be made in El Paso County:

Grazing
Dry Farm
Irrigated Farm

Private Lease

.66
No Data Available
No Data Available

State Lease

.46
1.678
No Data Available

The following ranges were observed on public land in El
Paso County:

Grazing
Dry Farm
Irrigated Farm

El Paso

High Average Cash Lease

1.00 .46
2.00 1.678
None None

Low

. 20
1.50
None

The following ranges on private lands as ascertained by
the Valuation Consultant are:

High Averaga

Grazing 1.25 .60- .70
Dry Farm 10.94 3.50- 3.75
Irrigated Farm 50.00 30.00-35.00

DOUGLAS COUNTY

Low

. 55
2.50
25.00

Douglas County located in the north central part of thestate in the South Platte watershed, has an area of approxi-mately 844 square miles. The climate is dry and comparativelymild with a high percentage of sunshine all year and a growing
season of approximately 152 days. In the north and east arelevel or rolling prairies and pine timbered hills. Much ofthis area is suitable only for grazing. In the south westerly
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portion of the county 137,847 acres lie within the Pike Nation-
al Forest. Elevations range from approximately 5,400 feet
northeast to 7,600 feet in the foothills southwest. The wes-
terly boundary is the South Platte River and other streams
are Plums and Cherry Creeks in the easterly portion.

Cash rents are as follows:

A. Area - 320 acres

Annual Cash Rent - $3,500.00

Type - Dry cropland
93 acres irrigated

Cash Rent per Acre $10.94

Comments - Landlord pays taxes,
furnishes water and
pays pump electricity.

The following comparisons can be made in Douglas County:

Private Lease State Lease

Grazing No Data Available .46
Dry Farm 10.94 Partial Irrigated Distorsts This 2.687
Irrigated Farm None None

The following ranges were observed on public school land
in Douglas County:

Doujos couty
1.14.9-h Averug_pash Lease Low

Grazing 1.00 .46 .15
Dry Farm 3.00 2.687 2.75
Irrigated Farm None None None

The following ranges on private land as ascertained by
the Valuation Consultant are as follows:

High Averaae Low

Grazing 1.25 .60- .70 .55
Dry Farm 10.94 3.50- 3.75 2.50
Irrigated Farm 50.00 30.00-35.00 25.00

CUSTER COUNTY

Custer County, located in the upper Arkansas River in
central Colorado is.an irregular.triangle in shape and contains
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an area of approximately 738 square miles. The climate is
comparatively mild in the valley areas and more severe in

the mountains. The surface is level in the wet mountain
valley, between the Sangre de Cristo range on the west and the
Greenhorn range on the east. Elevations vary from 6,700 feet
at the northern boundary to more than 14,000 feet at some of
the western peaks. Principal water resources include Grape,
Hard Scrabble, Cottonwood, Antelope, Newton, and Oak Creeks.

Cash rents are as follows:

A. Area - 320 acres

Annual Cash Rent - $1,000.00

Type Dryland

Cash Rent per Acre - $3.12

Comments - Landlord pays taxes
and maintains costs
up to $250.00/year.

B. Area - 477 acres

Annual Cash Rent - $2,500.00

Type 205 acres of meadow
25 acres of irri-

gated pasture
247 acres of dry

pasture

Cash Rent per Acre $5.24

Comments - Landlord pays taxes
and maintenance.

No attempt was made to compare income in Custer County,
The principal investigator traveled in Custer County and it
was ascertained that the public school land in this county is
for the most part marginal land. This is revealed in the
ranges in income presented below:

Custer_Counfcii

Bi.2h Average Cash Lease Low

Grazing .40 .315 .25
Dry Farm 1.85 (I lease None None
Irrigated Farm None only) None None
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Valuation Consultant Summary and Conclusions

Summary

Averaata_by Land Use Classification

A. Irrigated Cropland - 1,928 acres

Annual Cash Rent - $58,535.00

Average Cash Rent
per Acre - $30.36

B. Sub-irrigated pasture,
alfalfa - 7,132 acres

Annual Cash Rent - $38,280.00

Average Cash Rent
per Acre - $5.37

C. Dry Cropland - 5,080 acres

Annual Cash Rent - $16,500.00

Average Cash Rent
per Acre - $3.64

D. Dryland Pasture - 9,324 acres

Annual Cash Rent - $9,870.00

Average Cash Rent
per Acre - $1.06

Thus a total of approximately 23,464 acres have been in-
cluded in this investigation. Interestingly, one thing consis-
tant among landlords is that they feel they can obtain the same
rental from their lands whether improved or not. The improved
farm has increased overhead with identical gross income hence
decreased net income. This results from farm-owner operators
desiring supplimental acreage for greater operating efficiency
without requiring additional improvements.
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CONCLUSIOiTS

The writer is of the opinion that relatively consistant
patterns of leasing practices are apparent in those counties
investigated. The cash rental or lease ranges for the land
use classifications in the counties investigated are as
follows:

Irrigated Cropland $25.00 per acre $50.00 per acre

Consistant Range $30.00 to $35.00 per acre

Sub-Irrigated Pasture,
Alfalfa $ 5.00 per acre $ 9.52 per acre

Consistant Range $ 9.00 to $ 9.50 per acre

Dry Cropland

Consistant Range

Dryland Pasture

Consistant Range

$ 2.50 per acre $10.94 per acre

$ 3.50 to $ 3.75 per acre

$ .55 per acre $ 1.25 per acre

$ .60 to $ .70 per acre

It should be noted the foregoing ranges exclude payment
of real estate taxes by lessors and in certain instances, costs
of water, perhaps electricity, etc. Any comparative alalysis
should consider these factors.

Because this investigation was restricted to studies of
private leasing practices, the writer has not included leases
between the Colorado State Game and Fish Commission and private
ownership. Your further studies may wish to explore these
activities in greater detail.

The increasing prices of farm and ranch lands throughout
the State of Colorado signifies probable increases in cash rents.
Several of the lessors and lessees interviewed indicated they
anticipated rises in the immediate future.

Farmer and ranchers in Colorado are experiencing numerous
operational and yield problems. The upward trend in land prices
and cash rents will, in the writer's opinion, magnify and accel-
erate future problems.



Part 2. The Conflict Bid

It is appropriate here to give a brief history of the
grazing law changes over the past 20 years.

Prior to 1945, every piece of state le sed land was on a
competitive bid basis. The leased land aly_lys went to the
.highest bidder. In 1945, the law was changed and reads as
follows: (Because of the extensive alteration of the law,
the entire law is quoted)

Act Amended

Fees for
Leases,
Patents,
Etc.

AN ACT

RELATING TO STATE LANDS: PROVIDING FOR THE
USE AND LEASING THEREOF: AND PROVIDING
FOR THE ISSUANCE OF RULES AND REGULATIONS
BY THE STATE BOARD OF LAND COMMISSIONERS.

Be It Enacted by the General Assembly of
the State of Colorado:

Section 1. Section 58, Chapter 134,
1935 Colorado Statutes Annotated, is here-
by amended to read as follows:

Section 58. Feescharseble--giamai-
tion of fees collected. The state board
of land commissioners is hereby authorized
and empowered to collect the fees herein
fixed for the issuance of leases, patents,
certificates of purchase, right of way
deeds, recording assignments, making town-
ship plats, filing bonds, and for the fil-
ing of all documents necessary to be filed
in said office, to-wit:

Filing application to lease for each 160
acres or fraction therd4of $ .50

Filing application to purchase for each
160 acres of fraction thereof .50

Accepting and approving bond 1.00
Issuing lease, each 160 acres or frac-

tion thereof 1.00
For each additional 160 acres or frac-

tion thereof in the same lease .50
For issuing patent or certificate of

purchase, each 160 acres or fraction
thereof 2.00

Assignment fee 1.00
Patent for town lot, one or more 2.00
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Fees Paid
in Advance

Act Amended

Right of way deed, easements, etc 5.00
For issuing permission to make improve-

ments in excess of amount allowed by
the terms of the lease 2.00

Certified copies of any instrument or
of the records shall be furnished at the
rate of 20 cents per folio and $1.00 for
the certification.

Each application for lease must be
accompanied by a lease service fee of
five dollars, in addition to the filing
fee.

If the board orders a sale to be made,
the applicant shall be required to pay an
advertising fee of seventeen dollars.

All township plats shall be furnished
at fifty cents each.

For sub-dividing mineral lands into
lots of ten acres each for the purpose of
leasing, upon application of any person,
a deposit of ten dollars for each lot shall
be required.

All moneys collected by the state re-
gister and deputy in pursuance of any action
or resolution of the board, shall be paid
into the state treasury, as provided by
law.

All aforesaid fees shall be paid in
advance to the deputy register and be
transmitted and accounted for by said
deputy to the register of the board: as
in the case of other funds, and the said
register shall turn the same into the
state treasurer, as in the case of money
collected for rept and partial payments on
certificates of purchase. And it shall
be the duty of the State treasurer to
receive said funds and credit the same to
the land commissioners' cash fund, to be
paid out by him on warrants drawn as pro-
vided by law, upon vouchers issued by the
state board of land commissioners and
signed by its president and register.

Section 2. Section 62, Chapter 134,
1935 Colorado Statutes Annotated, is
hereby amended to read as follows:
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MEW

Leases--Sale Section 62. Leases--Terms--Renewals
of Leased --Sale 6f leased lands. No lease of

Lands state or school land for grazing pur-
poses shall be for a longer term than
twenty years, and no lease of state or
school land for agricultural purposes
shall be for a longer period than ten
years, except as hereinafter provided.
When a lease expires by limitationhe
holder thereof may_renew the same j.n the

following manner: At any_time within
ninetRxeceding the elairation
of the lease, the lessee, or his assignsL_
shall notify_the rtgifer of his desire
to renew said lease- if the lessee and
the state board agyee as to the rental
to be_paid a new lease shall be issued;
provj.dedt_the lessee shall have taken
good care of the leased_premises and
shall havea in good faithj complied with
all the reauirements of his existina
lease arida_pxovided furtlitmithat in
determin.ing the maximum amount to be
derived therefrom, the board shall con-
sider, among other thingsj (1) the care
and use given the land and the develop-
ment work done by the lessee in conserv-
ing and promoting the productivity
thereof and in promoting dependable long
term revenue for school purposes, and
(2) the classification, location and con-
tribution to the unit controlled by the
lessee. Provided, further, that the
state board may, in its descretion, offer
said land for sale at any time during the
term of said lease, upon the same terms
and in the same manner as though said
lease had not been executed; or it may,
in its descretion, withdraw such land from
sale during the full term of the lease.

Safety Clause Section 3. The General Assembly
hereby finds, determines and declares
that this act is necessary for the im-
mediate preservation of the public peace,
health and safety.

Emergency Section 4. In the opinion of the
General Assembly an emergency exists;
therefore, this act shall take effect
and be in force from and after its pass-
age.

Approved: May 5, 1945.
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The writer has underlined the section that departs dra-
matically from the law prior to 1945. This virtually made
renewal of leases automatic with no competition unless the
lessee wanted to give up the lease to another party. It is
alleged that many of these leases were sold to other parties
at a profit.

In 1953, the law was again changed. The change however,
.did not effect the renewal procedure but rather applied a
formula to lease rental rates. The law is quoted here. The
reader should note Section 112-11-5 as to renewal procedures.
This in effect offers automatic renewal.

112-11-1. Definitions.--When used in this
article:

(1) "Board" shall mean the state board of
land commissioners.

(2) "Animal unit" shall mean one cow or
five sheep.

(3) "Carrying capacity" shall mean the
number of animal units which a given tract
of land will support during the lease year.

(4) "Animal-unit-months (AUMs)" shall
mean the number of animal units which a
given tract of land will support for a speci-
fied number of months during a lease year.

(5) "Lease year" shall mean twelve con-
secutive months.

(6) "Cattle price" shall mean the aver-
age price of beef cattle for Colorado as
determined by the United States department
of agriculture for a calendar year.

Source: L. 53, p. 456, § 1.

112-11-2. llepraisal of carryin_g_cap_2ci1a.
--It will be the duty of the board to rate
the carrying capacity of each tract of grazing
land owned by the state, in terms of the number
of livestock such tract will reasonably support
for a lease year, without injury thereto,
and consistent with good soil conservation
practices. Such carrying capacity shall be
expressed in terms of animal-unit-months or
AUMs and recorded for each tract of land, in
the office of the board. Thereafter, the
board shall cause said lands to be reappraised
as to their carrying capacity upon the renewal
of each lease or at any time that the board in
its judgmcnt deems it advisable.

Source: L. 53, p. 456, § 2.
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112-11-3. Rental rates.--The board shall
establish the per annum rental rate of all
state grazing lands on a formu,Xa basis, as
provided in this article.

Source: L. 53, p. 457, F.; 3.

112-11-4. Formula--applications.--(1)
Said formula shall be based upon:

(a) The base price of cattle in Colorado,
which price shall be eight dollars per hundred-
weight of cattle in Colorado during the period
1933 to 1946, inclusive.

(b) The base rent per animal unit per
month shall be fifty cents.

(c) The average price per hundred-
weight of beef cattle in Colorado for the
year preceding the fixing of the rental, which
shall be taken by the board from the statistics
published by the bureau of agricultural economics
of the United States department of agriculture.

(2) In applying the formula, to obtain
the rent i_er animal unit per month for any
given year, the base rent per animal unit per
month shall be multiplied by the ration of the
average price of cattle for the preceding year
to the base price of cattle. Or expressed
mathematically:

X:$0.50 = cattle price: $8.00
X.Rent per animal unit per month for any

given year.
Thus, with the average price per hundred-

weight of cattle in Colorado being approxi-
mately twenty-four dollars in 1952, the min-
imum rental for 1953 may be computed as follows:

X = 24
.50 8

X=$1.50 (rent per animal unit per month).

Source: L. 53, p. 457, § 4.

112-11-5. Existing_12pses renewed.--As
existing leases expire, they shall be renewed
under the provisions of this article, if the
lessee has satisfactorily fulfilled the obli-
gations of the previous lease contract.

Source: L. 53, p. 457, § 5.
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112-11-6. Adiustments.--The board is
hereby authorized to adjust the resulting
price per acre figure in such amount as
shall fairly represent any other elements
of rental value that may be considered
applicable to any particular tract of
land.

Source: L. 53, p. 457,§ 6.

In 1955, the grazing law was again amended and is the
law that currently governs lease procedures in the State of
Colorado. It should be noted by the reader that the term
"Conflicting bid" is not mentioned in the law. This writer
has found no satisfactory explanation for this unusual cir-
cumstance. The reader will find sections underscored which
is the basis for more than one person to bid on a state
school lease.

AN ACT
RELATING TO THE LEASING OF THE PUBLIC

LANDS OF THE STATE UNDER THE JURIS-
DICTION OP THE STATE BOARD OF LAND
COMMISSIONERS.

Be It Enacted...shy the General Assembly of
the State of Colorado:

Section 1. 112-3-18, Colorado Re-
vised Statutes 1953, is hereby amended
to read as follows:

112-3-18. Terms of leasinq=xenewals
--sale of leased land--(1) The publ.ic
lands of the state may be leasedjul
state board of land commissioners, and
if so leased shall be leased in such
manner and to such_Rersoas_wjll_px2.-
duce anoptimum lonci-teru revenue. No
lease of such lands for grazing or agri-
cultural purposes shall be for a longer
period than ten years.

In determining the maximum benefit
to the state in the renewal of any ex-
piring lease, the board shall consider,
among other things, the care and use
given the land and the development
work done by the lessee in conserving
and promoting the productivity thereof
and in promoting optimum long-term
revenue for school purposes, and the
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classification, location and contri-
bution to the unit controlled by the
lessee.

Before land shall be leased to any-
one other:than the present lessee said
present lessee shall be given ten days
to negotiate with the state board of
land commissioners conceK1221.112_a new
lease.

(2) Prior to the quarter period
beginning April 1, 1955, and prior
to each quarter period thereafter, the
board shall make a listing of all leases
which will expire within the second
succeeding quarter period thereafter,
giving a description of the land leased,
the name of the lessee and the expiration
date of the lease. At least five days
prior to the beginning of each such
quarter period, a copy of such listing
shall be certified to and transmitted
by the board to the county clerk of
each county in which any such land to
be leased is situated, and shall by
said county clerk, immediately upon
receipt thereof, be posted in the
court house in a conspicuous place to
which the public shall have access,
and kept so posted until all leases
listed thereon shall have expired. A
copy of such quarterly listing shall
also be posted at the times above
provided in the main office of the
state board of land commissioners at
the state capitol, available for
public inspection.

(3) All applications to lease or
to renew a lease shall be made in wri-
ting to the board, stiDulating the
rental the applicant is willing to
pay_and under such other regulations,
not in conflict with the law, as the
board may prescribe.

The board shall require from any
applicant for a lease that he give
evidence of his responsibility to
carry out the terms of the lease. Any
applicant except the present lessee
shall deposit with his application a
sum of money equal to the first annual
rental offered in his application.
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The board shall also require that
an applicant state under oath the total
acreage of agricultural or grazing
land, if any, owned and to be operated
by him in connection with the land to
be leased, and (a) the intended use,
during the term of the lease, of both
such private land, if any, and public
land, either as to agricultural pro-
ducts to be produced thereon, or as
to the carrying capacity of such lands
in terms of the number of livestock
such tracts are expected to reasonably
support; and (b) if a renewal, a history,
for such period of time as prescribed
by the board, of the past use of both
such private land, if any, and public
land, as to agricultural products pro-
duced and the number of livestock
grazed thereon.

(4) .The board may, in its discre-
tion, offer for sale any land leased
at any time during the term of the
lease as though said lease had not
been executed, or it may withdraw such
land from sale during the full term of
the lease.

(5) The board shall have power to
cancel and terminate any lease at any
time if it finds that a lessee has
violated any of the provisions of the
lease or made any false statement in
his application therefor.

(6) The board shall as soon as
practicable, and not more than thirty
days after the close of every quarter
period, post, in the main office of
the board, a complete listing of
leases executed during that quarter
period, together with rental figures
for same.

Section 2.--aggiolm_maa1227-
112-11-1 to 112-11-6, Colorado Revised
Statutes 1953, are hereby repealed.

Section 3.--First_guart2rly_list-
in9--The quarter period listing for
leases expiring within the quarter
period listing for leases expiring
within the quarter beginning July 1,
1955,:shall be prepared, transmitted

-
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and posted pursuant to the provisions
of Section 112-3-18 (2) as herein
amended, five days prior to April 1,
1955, or fifteen days after the date
of approval of this act by the governor,
whichever is the later.

Section 4.--Safety_C-The General
Assembly hereby finds, determines and
declares that this act is necessary for
the immediate preservation of the public
peace, health and safety.

Approved: April 19, 1955

This law also repealed the so called "formula law"
which apparently proved very unpopular.

Again, the State Board of Land Commissioners have been
granted broad discretionary powers to decide what will produce
"an optimum long term revenue." This has given rise to in-
stances where the State Board of Land Commissioners have come
under severe criticism. The following incident is an example.
This account appeared in a newspaper article in 1963.

Record Land Bid Turned Down
Tuesday, May 21, 1963 by Bert Hanna DPSW

Culminating a bitter range war of many
years, the State Board of Land Commissioners
Tuesday turned down the highest bid ever re-
ceived for leasing of state school lands in
an area of Las Animas and Otero Counties.

The action meant defeat for Glen (Bull)
Watkins, 71 year old Model, Colorado rancher,
who has fought for years to obtain land leas-
ed by neighbors.

Instead of accepting Watkin's high offer
and $20,000 deposit on 4,480 acres, the board
continued the lease of the present occupants and
set the rate at 45 ce4s an acre. This would
yield $2,016 per year.4-

In addition to the $20,000 deposit the contesting bidder
also offered $.50 per acre as rent for a 10 year period or an
income of $2,240 per year.

A hearing was held on this conflicting bid on May 16, 1963.
The State Board of Land Commissioners have given this writer a

1Denver Post, May 21, 1963.
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complete transcript of.that hearing and perhaps a portion of
that document will reveal further information on this seeming
error in promoting income to the schools in Colorado.

First, the transcript of the hearing reveals deep and
bitter personal feeling between two ranch families. But, more
important than this, there are economic considerations that
had to be dealt with in a realistic manner. There are two
statements made by witnesses at that hearing that are signif-
icant to the decision that was made by the State Board of
Land Commissioners.

The first statement is by Mr. Henry C. Hall o..7 Hall &
Hall, a Farm Loan manager.

Mr. Hall: "I have a statement to read and file with the
Court. We negotiate farm and ranch loans for the
Connecticut Mutual Life Insurance Company and the
Northwestern Mutual Life Insurance Company. Since
1946, in the last 17 years, our firm has been the
direct means of bringing 35 million dollars of
money (sic) into our state. This isn't a stagger-
ing amount when compared with budgets for our
state or nation, but it does add an appreciable
amount to the velocity and cash flow of Colorado
agricultural economy.

The Collateral Assignment of State Land Board
leases in the negotiation of Life Insurance Company
loans has for years added a tangible amount of
money to this volum.e and has been considered by
most lenders a safe security. This is true because
the prudent administration of State Land Board's
leasing policy has provided the lessee with a
security of tenure upon which he could plan his
agricultural and livestock enterprise for more than
one year. This equitable and wise leasing policy
also gives real assurance to lenders, making loans
for 20 or 25 years, that their borrowers will not
lose a valuable part of their productive source
through ruthless, capricious or mischievous changes
in policy.

Any revolutionary changes in State Land Board
leasing policies which limits or undermines the
security of tenure will, no doubt, make a differ-
ence in lending policies of most sources of agri-
cultural credit."

The second statement is by a Mr. A. B. Smith, a rancher,
operating in Kansas and Colorado.

Mr. Smith: "Naturally, as a ranch owner and lessee, we
have a very vital interest in the methods and the
general policy of the Land Board. I am a little
bit like Bob Johnson, I can't understand how anyone
can look at that map and see how one could put a

-38-



terrific value on that land, how he could even use
it at an ordinary value; I don't see how he could
even use it if it was (sic) given to him. There
has to be some kind of motive back of it. It seems
to me, looking at it from a lessee's standpoint,
I mean all the lessees of state land in Colorado,
that they should have something more than the mere
monetary return on this land. There should be a
relationship between the Land Board, or landlord;
we call them landlords because they handle the land.
The lessee is the tenant. There should be some re-
lationship that the lessee should have some protec-
tion from whatever this motive is.(sic) It looks
to in.e like it's the motive to go out and ruin. Now

am not acquainted with either party, but we know
this has gone beyond the economic value of grass
and return of grass. If something like this is
condoned and the dollar is the only consideration,
I just don't know where that leaves the policy or
leaves the lessee of any state land.
...Somebody is going to get hurt, regardless of
which way it goes and it looks to me like there is
some motive--a motive to ruin--a motive to hurt
someone--would be back of this proposition, lease
proposition.(sic) It looks to me like it is almost
to the point of extortion to expect a person, ask
a person to come up and meet something as unreason-
able as that is when there is no economic basis
whatsoever. I think it goes beyond this one case,
it seems to me that the action taken here would
set the precedence--it would govern the leasing of
all the state land in the state.(sic)"

Embodied in these two statements are the principal reasons
that the State Board of Land Commissioners returned the land
to the original lessee for a reduced figure and turned down
the increase in revenue.

The reasons can be summarized thusly:

1. This case had degenerated into a "grudge battle" between
two ranch families. Further, many of the conflicting bids
are of this emotional nature.

2. A rancher must have a certain degree of security in his
operation in order to borrow capital and insure a long
term operation.

3. The overall economy of the state must be considered when
leasing state land.

4. To automatically turn over land to the highest bidder may
in the long term prove to be a diseconomy rather than an
revenue producer.
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5. Many times a conflict will be filed against only the
more desirable part of a given plot of land. For ex-
ample, a conflict may be filed only against a level
portion of grazing land or against a portion with the
only water. This may render a larger portion undesir-
able or uneconomical to operate. Therefore, it is the
judgement of the State Board of Land Commissioners that
they must reserve the right to make a total evaluation
of any conflict of bid.

In resolving the conflict bid, the State Board of Land
Commissioners have therefore taken a number of factors under
consideration. It appears on the basis of the evidence that
is presented in this work that the board has used sound judge-
ment in resolving the conflict bid. In most conflicts inves-
tigated, the school fund did not lose money and when the fund
did not realize the greater revenue it was because a larger
block of land was involved and a larger consideration was
felt necessary.

The principal investigator reviewed every conflict bid
since that law was passed in 1955. Since that date 253,477.79
acres have had a conflicting bid filed. Of this amount only
13,574.54 acres have been turned over to someone other than
the present lessee. In most cases the present lessee met the
bid offered by the contesting applicant. The other prevailing
reason for returning the lease to the present lessee was re-
luctance on the part of the board to break-up an operating
unit. The reader will find in Appendix C a complete record
of all conflicting bids and how they were resolved by the
State Board of Land Commissioners.

Part 3. The Sublease

The writer could find little attention given to the
practice of subleasing prior to 1955. Historically, sub-
leasing of state land seemed co be accepted as a matter of
fact.

In 1955, the State Board of Land Commissioners issued a
bulletin, a portion of which dealt with the practice of sub-
leasing. A portion of this bulletin also discusses and reca-
pitulates the narrative written concerning the law in Part 2
of this work.

BULLETIN
May 27, 1955

As we are now operating under our new grazing law no
doubt many are wondering what effect, if any, this will have
on their leases. Generally speaking, about all the new law
does is repeal the so-called Formula law passed in 1953, and
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puts the leasing procedure back to where it was under the
1945 law, which means negotiation between the lessee and the
Board, through its field representatives. About the only ex-
ception to that is the fact that we are now required to post
in the county clerk's office of each county a list of all
leases expiring for each quarter, such list to be posted at
least 90 days before the beginning of the quarter, thus allow-
ing other interested parties an opportunity to apply for lease
on the lands listed in these notices.

The Land Board did not write this law, but we believe
we can do a good and fair job for both the lessees and the
schools, who are the owners of the land. The law was not
designed to raise or lower any rentals, but to let the rentals
seek their economic level, based upon supply and demand. The
law was the result of negotiations carried on through a number
of meetings by various representatives of educational groups
and land users, and we think the representatives of the live-
stock industry have done a good job in protecting the inter-
ests of the lessees. The law directs the Board to take into
consideration previous use and care of the land, and the pre-
sent lessee is given the right to meet any offer made by some-
one else.

We have adopted a few regulations as follows:

1. We will not be obligated to consider any offer or appli-
cation made for any land unless it is received at least
60 days prior to the expiration of the existing lease.
This is in order to get renewals completed promptly, and
we must insist that lease and bond papers be returned
promptly along with the first year's rental and fees.

2. An application from anyone other than the existing lessee
must be accompanied by the filing fees and first year's
rental in advance, the rental being based on ths) appli-
cant's bid on a per acre basis.

3. Subleasing land will automatically cause loss of
priority or preference right of the previous lessee
to a renewal, and at the expiration of the existing
lease the land will be advertised and leased to the
high bidder. Pasturing of cattle belonging to other
than the lessee will not necessarily be considered sub-
leasing, but-if that is the only ranching business the
lessee engaged in, perhaps a renewal would be closely
scrutinized under the provisions of "past use of the land."

4. As you know, for the past two years while we were op-
erating under the recent law we collected a consideration
for approving an assignment at two and one-half times
one year's rent. We felt this was justified because the
party taking the lease was assured of a renewal. Under
the new law the holder of a lease has the preference
right of being able to meet the high bid, but we do not
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feel he receives quite so much when he takes over a lease
on an assignment, so we are reducing that consideration
to one year's rental. When we were collecting two and one-
half times an annual rental we took up the old lease and
issued a new one so that the assignee had protection for
five years; but under the present law that would not work
as we are required to post expiration dates in the court
houses, and if we arbitrarily issue a new lease for five
years, where the old one only had a year or two to run,
it would be contrary to law as it would deprive any pros-
pective applicant from his right to make an application
for land he desires to lease. Furthermore, under our
present procedure on subleasing, if a person taking over
a lease does not wish to pay the one year's rental in re-
turn for the right to meet a higher bid, he can hold it
under a sublease until the expiration of the current
lease and then take his chance at auction. This gives him
a choice.

Apparently this release did not alter the rather wide-
spread practice of subleasing. Evidence to support this view
is found in a news release dated in February of 1965. The
Board admitted that their policy had been confusing:

"For years there has been misunderstanding and
confusion as to tha Board's policy on subleasing.
Perhaps no question has come up more often and caused
more trouble. Much of this difficulty has come from
doubts as to what we considered subleasing. Bulletins
put cut by the Board five or six years ago seem to
have confused the situation, rather than clarified it.
In order to prevent misunderstanding in the future, the
Board has now arrived at a firm pulicy which will
appear in a new bulletin, supereeding all others, to
be mailed to all lessees in March."

In March the policy referred to in this release, was
mailed to all lessees. It read as follows:

BULLETIN NO. 1 1

March 1, 1965

There has been a change in the membership of the Land
Board since our last bulletin.

Howard M. Shults of Grand Junction, Colorado, replaced
Mr. Kelley Jackson in January 1963.

.Raymond H. Simpson of Cope, Colorado, replace Mr. Arthur
M. Ramsey in January 1965

The Board now consists of the following members.



Raymond H. Simpson President
Howard M. Shuns Register
Wesley E. Woodward Engineer

For practical purposes the General Policies of the Land
Board will remain the same as in the past with the exception
of the following clarification on subleasing.

SUBLEASING

As of May 1, 1965 all leases must be held in the name of
the actual user. Due to the many complaints we are receiving
on the subleasing of state land we are compelled to set def-
inite rules and regulations on this practice. It is the decis-
ion of the State Board of Land Commissioners that Paragraph 4,
Page 2 of all surface leases be enforced -- which states:
"Subleasing during any part of this lease term will auto-
matically cause loss of priority or preference right to re-
newal." (All leases now read that subleasing may be cause
for cancellation at any time.)

It is the opinion of the Land Board that if anyone other
than the lessee is using state land for any purpose the lease
is being violated.

The only exception to this order is that pasturing live-
stock on shares, by the month or on a gain basis, will be per-
mitted providing the lessee odns fifty per cent or more of
the livestock on the lease, and is in control at all times of
use, fences, water, etc.

Leases may be assigned to a second party at a cost equal
to one year's rent, and a collatexal may be recorded to retain
the lease with the ranch with which it is used and to insure
the return of the lease to the original lessee, when necessary.

Further, the practice of subleasing was defined as:

Subleasing in any way, either all or part of a state surface
lease, is a violation of the terms of that lease, and is
reason for cancellation of the lease. Any of the following
practices are defined as subleasing:

1. Leasing a farm er ranch and permitting the tenant to
use the state land either free or for compensation.

2. Pasturing livestock by the day, month o- year on a
fee basis where the lessee does not have direct c:large of
the state land and it is not run in connectien with the lessees
private property by the lessee.

3. Pasturing livestock belonging to another party on a
gain or share basis where the lessee is not in direct control

-43-



of the land and it is not run in connection with the lessees
private property by the lessee.

4. Leasing agricultrue land to anyone for cash or on a
share basis.

If anyone other than the lessee is using any part of the
lands leased from the state, the lessee should report the ex-
act arrangement for the use of the Land Board. The Board will
determine whether the reported use is a violation of the lease.

As a result of this firm policy on subleasing the following
lease assignments were completed in March, April and May of
1965.

MONTH NO. OF ASSIGNMENTS FEES

March 3 $ 901
April 45 19,346
May 50 28,892

Most of the lessees involved here were either ignorant of the
law or were violating the law without intent. This has now
been corrected.

The subleasing that is currently taking place is more dif-
ficult to control. One member of the Board told this writer
that he knows the practice of subleasing is still going on but
"we are catching up with them more everyday."

It appears that the policy is working well and the land
board now has a firmer administrative control of the public
school land in relationship to the practice of subleasing.

There is one other area that should be mentioned at this
time. Technically, it is not called a sublease by the board.
However, the problem is closely allied to subleasing and will
be reviewed at this point.

While gathering data for Part 1, Chapter IV of this work,
the writer found an unusual lease in the "County Card file"
at the State Land Board. The lease was granted for duck hunt-
ing privileges and further was granted on a section already
being leased for grazing purposes.

This practice has long been the goal of sportsthen in
Colorado and other western states. Evidence to support this
view is found in an article in the Denver Post of January 1965.

MULTIPLE USE
MANAGER'S GOAL

by Cal Queal

The State Land Board.has a new manager,
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and the Colorado Wildlife Federation hopefully
proposes that the board's future operations be
conducted with more of an eye to multiple use.

It's been common practice for grazing
lessees to get state school lands at bargain
rates and post them against hunting, fishing
and other recreation use. Some three million
acres of such land represents a sizeable re-
servoir from which could be drawn raw material
to serve Colorado's growing demand for outdoor
livingroom.

Andy Christiansen of Wheat Ridge, president
of the federation, explains that there's no
reason the school property shouldn't be managed
on a multiple use principle, the same as other
public lands.

"Leases for grazing should be drawn to
allow provisions for recreation," says
Christiansen. "They belong to fweryone in
the state, but have often been treated as
private property by the people who lease
them.

"1 fully realize there are instances
where recreation use of such lands would
be impractical. A man with a wheat field,
for example, couldn't be expected to allow
his crop to be run over by the public.
Grazing land is quite another thing. On
public land, it could be and should be
opened to public recreation.

"Also, lessees should be granted on a
competitive bid basis--a rule that has been
abused in the past."

This writer could find only two such leases granted for
hunting purposes. There also appears to be some confusion as
to what policies are being followed with these hunting leases.
This confusion has led one member of the State Board of Land
Commissioners to write the following memorandum to the office
file: (See following two pages)

At this writing the questions posed in the document just quoted
are pending.
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Office File

Ws'sley E. WoodiLard

Bunting Lease S-31537

December 25, 67

MInting Lease S-3I537

Originally issued Oct. 25, 1950
to

Eenry Sunn II

For: 640 acres (Soc. 49 T. 4 V., R. 62 W.) Wald County

Eontal: $50 per year

Term: 20 years, until Dec. 319 1930.

Provisions: "..4. .for the sole purpose of hunting by party of the

second Part and his guests.
"Loopee.. ..... agrees to mmrcise dua care to prevent
injury or damage to livestockl'fences, crops, improve-
rants, rights-of-way and irrigation system belonging

to curfaco lessee, and agrees to pny for any and all

injury or dmage to property of lessee."

S-31537
2 cc to VIM
General file

Application ulnae on rec. 4, 1957 by Ilanry Swan to add 40 acres (NE-SW Sec.

150 T. 4 U., R. 62 W.) to the lease. Rental rate ts be chanced

fram $50 to $75 per year, es of 124-57. Board order approv-

ing these changes signed by president and register.

Cotrmento of Enginler:

". do not disapprove of this lease. In fact, I thin% thoro is the

possibility of increasing income to the school fund by this kind of leasing.

It seems to me, though, that some definite policy on hunting (or other
recreational use) lease should ba agreed on and put in practice. This

should be discussed and a number of questions answered before the policy is

cot, such as these:

Is all state land open to hunting and fishing lea4les? Are they to be

issued on top of present grazing and agricultural leases? If so, will the

consent and 037:eel:lent of the present lessee be required? Would we contider .

.this kind of lease to be for a higher and bettor use and good cause to

cancel gmzing leases? My nein concern is to establish a firm policy an to

when and where such leases ara to be issued. Bo7 is the rental rate to be

datermins

I teliove there are only to of Lhese leases tn e:dstence and, I suppose,

they teem granted under sc212 special conditions. Uhat conditions? I wonder,

if these leases.v-ampublicized, if wavouldn't get maw applications for
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them, especially on mountain and river valley lands.

It seems to ma that it would be wise to check with other states and

the federal government as to their procedures and policies on hunting

leases.

WEW:ish

es éy E. WOodward
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.CHAPTERV

CONCLUSIONS AND IMPLICATIONS

Many influences surround land usage and management on
Colorado public school lands. Specifically these influences
are:

1. philosophy
2. unbalanced distribution of school land over

the state
3. non-resident lessees
4. non-payment of taxes on school lands
5. ad-valorum taxes on improvements
6. mineral deposits
7. sub-leasing practices
8. land appraisal methods
9. duration of leases

10. conflicting bids on leases
11. timber contracts
12. access problems
13. lease rate policies
14. appreciation of land values
15. recreational potential
16. multiple use

The focal point of concern in this research has been
leasing practices in Colorado with a view to clarify existing
practices in three problem areas; fee scheduling, conflict
bids and subleasing.

Technically all three areas involve fee scheduling and
like sales of public land cause emotional involvement when
talking to the land user or land beneficiary. There have been
prepared over the years nearly as many fee schedules as there
are states leasing school lands. There have been sliding
scales tied to productivity, open bidding on leases, livestock
price adjustment scales, simple scales, complex formula scales
and simple negotiation. Prior to the development of this re-
search, the nearly universal thought this writer obtained from
the beneficiaries to the land was that rental rates were "too
low." Further, that lease renewal was automatic and subleas-
ing with subsequent loss of revenue to schools was widespread.

On the basis of the evidence presented in this brief
study, the following results and conclusions have been drawn.

1. Cash rentals on public school grazing land in this
study compare favorably with cash rental revenue from private
grazing lands of comparable use and topography. While the



school land revenue was slightly less, such economic conten-
gencies as taxes, water development, electricity, and length
of lease on private property make the ranges of revenue com-
parable.

2. Cash rentals on state grazing land appear to be
equitable to the school fund and to the rancher/farmer. It
was found during the course of this study that in many coun-
ties studied, the State of Colorado retains grazing land that
is not as good in quality as privately held contigous land.
Stated conversely, Colorado continues to sell state land of
better quality while there is little demand for marginal land.
This practice has caused some low rentals in certain counties
(Logan County .20, Routt County .15) where much of the land
is of poor quality.

3. On dry land farm areas the State Board of Land Com-
missioners appear to be setting rates comparable with private
leased land of similar use. Where there are large differences
in rental ranges, real estate taxes, length of lease, cost of
water, fencing and electricity generally account for these
differences.

4. The greatest difference in rental rate comparisons in
the study appear in the area of irrigated farming. The range
in rentals on private irrigated land was $25.00 - $50.00 per
acre with a consistant range of $30.00 - $35.00 per acre. On
State irrigated land rentals in the areas studied rarely ex-
ceed $6.00 per acre with a consistant range of $3.50 - $5.00
per acre.

The explanation for this can be found in the fact that
through the years the State Board of Land Commissioners have
not made an effort to protect state water rights and encour-
age water development on State land.

In December of 1966 the State Board of Land Commissioners
issued the following comments in relation to water development:

WATER DEVELOPMENT - STATE LAND

Through the years the State Land Board has, apparent-
ly, failed to file on, or otherwise protect, the water
rights in flowing streams on state land. As a result,
lessees and adjoining owners have acquired almost all
these rights and the state lands are nearly all dependent
on privately owned rights for water. It is noW too late
to do anything about these surface water rights.

However, in the last few years new legislation on
ground water (underground water) has stimulated much ac-
tivity in establishing water wells and the Board has be-
come increasingly concerned about retaining the owner-
ship, and of developing, ground water on school land.
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In order to protect ownership the following clause
has been inserted in all recent leases:

"If the lessee shall initiate or establish
any water right for the leased premises, for
which the point of surface diversion or ground
water withdrawal is on the leased premises,
such right shall, upon termination of the
lease, become the property of the lessor with-
out cost."

Although this clause in the lease may protect the
state's ownership of ground water it does nothing to
encourage development of water resources on state Land.

The Board has realized that inactivity in regard to
water development would allow adjoining owners to develop
the water of a basin by placing wells all around the state
land and leaving the state land dry. If there is water
in or under the state land, it should be developed in
order to increase the value of the land.

Accordingly, the Board has made a preliminary study
of the possibilities of water production on state land.
As a result of this study it was determined that an area
in Weld County, north of Roggen, whould be the pilot pro-
ject for water development. This area was chosen because
there appeared to be an unusually large untapped reser-
voir of ground water there, because the water table is
near the surface, because there is no flowing surface
stream to complicate the water situation, and because
the state controlled mosi- of the land in the basin, none
of which was developed for agriculture.

The state was fortunate in being able to make an
agreement with Page T. Jenkins, a Wyoming geologist, to
explore the area and to develop it. A total of 6,243
acres was included in a "Water Exploration Lease" under
which Mr. Jenkins was to core drill, analyze the soil
and water, make engineering studies, and otherwise test
the possibilities of ground water.

The lease provided that if the lessee should develop
sufficient underground water for irrigation purposes, he
was to be granted an agricultural lease on the irrigable
land. The agricultural lease was to be for a term of ten
years and would contain an "immunity" clause, protecting
the lessee from sale of the land during that period. Mr.
Jenkins was to pay - and paid - 50 per acre for the "ex-
ploration lease". This lease was granted in October,
1966, to run for a term of three years at 50 per acre
per year.

Upon obtaining the "Exploration Lease" Mr. Jenkins
engaged a hydrologist to begin the work, and soon after..
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applied to the State Engineer for well permits in the
area.

At this time it appeared that the surface lessees
who had the land for grazing only were much disturbed
by the probable development. It would mean, of course,
that land which could be irrigated by wells would be
withdrawn from the grazing leases when it became agri-
cultural land. Opposition to the project grew among
the grazing lessees and neighbors. No permits were
issued by the State Engineer. After three months of
fruitless negotiations and continued delay on the permits,
it looked as though the water development on state land
was stalled.

Finally, in early January, 1967, Mr. Frank Mann,
who held most of the land under a grazing lease, indi-
cated his willingness to take over Mr. Jenkin's explor-
ation lease and to proceed with the development as Mr.
Jenkins had planned. Jenkins agreed to this and at the
present time the exploration lease is being assigned to
Mr. Mann.

It is hoped that the necessary well permits will
now be issued by the State Engineer and that a large
part of this tract will be under irrigation in the
future. The results of this project will determine the
Board's methods and policies in other areas where some
ground water may be developed. There are many isolated
sections of school land in Yuma, Kit Carson, and Washing-
ton Counties, with water wells nearby, which will remain
dry land sections unless the state can secure well devel-
opment in the near future. Lessees and others will be
encouraged to enter into some agreement with the Board
for this development.1

At this writing no further information is available. Pre-
sumably, the water on the private land is responsible for the
great difference in rental rates. However, this is the basis
for further study and there is insufficient evidence in this
study to make a conclusion.

5. The State Board of Land Commissioners have broad
powers in resolving the conflict bid. On the basis of the in-
formation obtained in this study, the Board has been exercis-
ing prudent judgment when resolving the conflict bid. This
does not always mean an immediate increase in revenue. However,
these decisions must necessarily take into consideration the
long term return on public school land. It is therefore con-

1Activities of Colorado State Board of Land Commissioners for
the Month of December 1966. Board of Land Commissioners, State
of Colorado. Denver, 1966. pp. 1-3
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cluded that the Land Board should retain this flexible policy
and power to arbitrate' the conflicting bid.

6. The policies concerning subleasing practices have
been defined and delineated much more clearly since 1965. The
subleasing that is currently being carried on is difficult to
control. The Board however, does have firm control of the
practice and when it is discovered appropriate administrative
steps are taken to (1) correctly list the lease to the proper
lessee or (2) cause the current lessee to lose priority on
preference right to renewal.

7. Subleasing land for other purposes is currently being
carried out by the State Board of Land Commissioners. Techni-
cally, this is more of a "multiple use principle" than a sub-
lease. Hunting leases are being granted to at least two parties
on land that has been leased to other parties 2or grazing. It
appears that the board has no firm policy on this matter and
there is no indication what policies the administrative body
intends to follow.
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APPENDIX A

Letter of Transmittal
Vita of Valuation Consultant



January 5, 1968

Dr. Stanley M. Cole
Education Department
Liberal Arts
Colorado State University
Ft. Collins, Colorado

Dear Sir:

In accordance with your request, I have conducted an in-

vestigation into the leasing practices of privately owned farm

and randh properties in designated areas of Colorado.

Transmitted herewith is the information compiled in con-

junction with the aforementioned investigation. Interviews

were conducted with bankers and other mortgage lenders, lessors,

lessees and assessors to ascertain the cash rents paid for

privately owned properties in the areas investigated. In accord

with your instructions, except for lessors or lessees, no attempt

was made to validate the accuracy of the information.

In further accord with your instructions, no specific con-

clusions were adopted relative to the market or lease value of

individual properties. Rather the information contained herein

forms lease value ranges from which comparative analysis may be

commenced.

Respectfully submitted,

Harold A. Jungkauth

te41 114



ppALIFICATIONS OF THE VALUATION CONSULTANT

The writer has engaged in the valuation of residential,

commercial, industrial, ranch and special purpose properties for

transfer of ownership, condemnation, mortgage loan, ad valorem tax

and other purposes since 1947 and has ten years concurrent experi-

ence in mortgage financing.

Valuation services have been rendered for the following:

Businesses -

Acacia Mutual Life Insurance Company
The Ohio National Life Insurance Company
Western Electric Company
Westinghouse Electric Company
Continental Oil Company
United States Steel Corporation
Humble Oil Company
General Mills, Inc.
International Business Machine Corporation
Insurance Company of North America
Martin-Marietta Company
ITT - Bell & Grossett, Inc.
Univac, Division of Sperry Rand Corporation
Gulf Oil Company
New York Life Insurance Company

Governmental Agenices

Banks -

United States of America - General Services
Administration
State of Colorado - Department of Institutions
City of Golden, Colorado
City of Aurora, Colorado
City of Fort Collins, Colorado

Denver-United States National Bank, Denver, Colorado
First National Bank of Denver, Colorado
First National Bank in Golden, Colorado
Poudre Valley National Bank, Fort Collins, Colorado
Chase Manhattan Bank, New York, New York
Central Bank and Trust Company, Denver, Colorado
First National Bank in Fort Collins, Colorado



QUALIFICATIONS OF THE VALUATIONSIMEEnTiganfa

Savings and Loan Associations -

Silver State Savings and Loan Association -
Denver, Colorado

Golden Savings and Loan Association -
Golden, Colorado

Great West Savings and Loan Association -
Boulder, Colorado

Fort Collins Federal Swrings and Loan Association -
Fort Collins, Colorado

Others -

Real Estate firms, private clients,
individual investors and attorney's at law

Instructor at the University of Colorado,
Extension Division, Adult Education: in
Land Economics and Real Estate Appraisal

Member of -

American Institute of Real Estate Appraisers

Society of Real Estate Appraisers
President - Denver Chapter 49 - 1961

Fort Collins Board of Realtors

Faculty of appraisal courses sponsered by the
Society of Real Estate Appraisers at North Dakota
State University.

Guest lecturer at. various conferences and seminars
throughout the United States.

Qualified expert witness on real estate values in
many Colorado District and County Courts.





LEASE SF SIAM LAN
No

THIS INDENTURE, Made in duplicate and .entered into ai, the City and County of Denver and State of

Colorado, this day of , in the year of our Lord one thousand

nine hundred , by and between the State of Colorado, acting through its

State Board of Land Commissioners, hereinafter designated as the lessor, and

of , State of Colorado, hereinafter designated as the lessee. Wherever
the word "lessee" ropears in the printed pc-Mon of this contract, it is intended to and does reer to the
lessee (s) named above, whether one or more in number, and the word "lessee" is also understood to
include heirs, assigns, successors or legal representatives.

Witnesseth: That the lessor, for and in consideration of the covenants and agreements herein set forth, to be kept
and performed by the lessee, has by virtue of the statutes in such case made and provided, demised and /eased to the
lessee the right and privilege for grazing purposes or avicultural purposes as hereinafter indicated to the following

described lands, situates lying and being in the County of , in said State, the same
being known and described as follows, viz.:

The above lands to be used as follows: For grazing purposes acres
For agricultural purposes acres

1This lease is subject to any and all easements or rights of way heretofore legally obtained and now in full force and
effect, if any there be,
Reserving, however, to the State of Colorado:
a. The right to order the sale of all or any portion of said promises during the term hereof,

The lessor shall, if sale is ordered, give to the lessee thirty (30)
days' notice by mail of the date, time and place of sale. In the event said premises, or any part thereof, aro sold
this lease shall thereby be cancelled as to that portion or all of such lands sold, from which date the lessee shall
have thirty (30) days to vacate the premises sold. Provided, that lessee shall have the right to reenter said premises
to cultivate, care for and harvest any crops planted by him prior to the termination of his right to possession, except
that this proviso shall not apply to crops which normally produce harvestable yields for more than one year after the
planting thereof; crops which normally produce harvestable yields for more than one year after the planting thereof,
and benefits to the land by reason of summer fallowing or cultivating the same in preparation for the planting of
a crop not actually planted at the time of termination of the right to possession will be considered improvements and
appraised as such by the Board in the same manner as is provided for, under sub-paragraph "d" of Paragraph 6 of
this lease.
b. The right to lease all or any portion of said premises for mineral purposes, together with such surface rights as
may be necessary for operation under such mineral lease.
c. The right to sell all or any portion of the timber upon said premises, and to grant to the purchaser of such timber
the right of entry to remove same.
d. The right to cancel this lease on that part of the land granting the use for grazing purposes only, upon thirty (30)
days' notice by mail, whenever an application shall have been made to lease all or any portion of said grazing land
for agricultural purposes.
e. The right to hold, appropriate, sell or otherwise dispose of any fences or other improvements of any character,
and growing crops and removable machinery upon said premises, to insure the payment of any delinquent rentals due
the state, or any other claims of the lessor on account of damages, expenses incurred or otherwise.
f. The right at any time to grant a right-of-way upon, over or across said premises for any ditch, reservoir, railroad,
pipe line, public highway, telegraph, telephone or power line, school house or other lawful purpose.
g. The right to use or lease said premises or any part thereof, at any time, for any purpose other than the rights
and privileges herein specifically granted.
b. The right to cancel this lease upon giving ten (10) days' notice by mail to the lessee whenever it appears to the
satisfaction of the lessor that the lessee has failed to take good care of the leased premises or any part thereof,
including state-owned improvements thereon, has overgrazed the grass land, or has failed to otherwise use said land in
conformity with good soil conservation practices.
I. Reserving all rights and privileges of every and whatsoever kind nr nature not herein specifically granted.

2To Rave and To Hold, The above described premises, with the appurtenances, for the purposes herein granted, unto

the lessee from the day,ola A.D. 10 , for the term of five (d) years,

being until the day of A.D. 19 , subject to the covenants and agree-
ments herein set forth.
a. That the lessee shall pay to the lessor, at the office of the State Beard of Land Commissioners, Capitol Building,

Denver, Colorado, the sum of Dollars ($ )
as rental each ancl every year, in advance, during the term of this lease.



b. That the lessee shall execute a good and sufficient bond, with sureties to be approved by the said State Board of
Land Commissioners, for the payments of the rentals due the lessor, and the faithful performance of all the covenants
and agreements in this lease herein provided, and in accordance with the provisions of the statutes of the State of Colo-

rado.
3That no assignment of this lease shall be valid unless it shall have been entered upon the records of and approved by the

State Board of Land Commissioners and payment of assignment consideration made. Any assignment of this lease shall

in no way release the lessee and his bondsmen or surety bonding company from liability to the lessor. The lessee shall
be liable for any damage caused by over-grazing, or by any other use inconsistent with good soil conservation practices.

4Subleasing during any part of lease term will automatically cause loss of priority or preference right to renewal.

5That the lessee shall not permit any loss or damage, nor commit, cause or allow to be committed, any injury, waste,

in, to, or upon said premises, or any part thereof, nor use the same, except for the purposes herein granted and in

accord with good soil conservation practices; and shall not cut or remove, or allow to be cut or removed, any timber,

standing trees, or dead and down timhn or wood fuel that may now be upon said premises (except as hereinafter
provided); and that a failure to preserve and protect the live or dead and down timber on said premises from cutting

or rerno`val will subject this lease to cancellation.

It Being Provided, However, That the lessee may use such dead and down timber as may be required foi his do-

znestie use on said premises only, and such dead and down thnber as may be used for fence posts and corrals, in the

improvement of the land herein described.

6That no improvements shall be placed by the lessee upon or made upon the land herein leased for which payment can

be required to be made by any purchaser or other lessee of the land, except in the manner and as hereinafter pro-

vided, to-wit:
a.Improvements other than cattle fences and livestock watering facilities shall be permitted only upon the filing with

the lessor of an Improvement Permit Application to be furnished by the lessor, in which application shall be set forth

all improvements of any kind or character which may be upon the land, or which the lessee may desire to put upon the

land and have attached as improvements to the land herein described, which Improvement Permit Application shall be

duly filed in duplicate copies with the State Board of Land Commissioners for its consideration, appraisement, consent

and approval.
b. That any of such improvements allowed by the lessor under said Improvement Permit Application to be placed

upon the premises, shall become permanently attached thereto, and shall become a part of the realty.

C. The lessee shall attach as an improvement to the leased premises any water rights owned by him and used in con-
nection with said premises. All water rights shall be transferred to the lessor.

d. That any authorized improvements shall be subject to sale at the appraised value, to be fixed and determined by
the lessor on the basis of the value of the improvements to the land, at any time when said premises may be ordered
sold by the lessor, or upon the termination of this lease by expiration or cancellation, and the amount derived therefroni
may be paid to the lessee; or, at the election of the lessor, said lessee may be required to remove the same. It being pro-

vided that the lessor may order an appraisement or reansraisement of said improvements at any time, at the expense of
the lessee. It shall be at the discretion of lessor whetheL lessee shall be reimbursed for any unauthorized improvements.

e. In the event the lessee is purchasing under the terms of this lease state owned improvements situate on the leased
premises, he shall, until the full purchase price therefor is paid, keep and maintain adequate fire insurance or other
insurance in some solvent company or companies to be approved by the lessor for the protection of the lessor therein.

7It being further provided that should the lessee fail to pay the rental, or any part thereof, upon the date when the

same is due, or shall fail to keep each and every one of the covenants or agreements as herein provided, then it shall
be lawful for the lessor, at its election, to declare the term of this lease ended, and to re-eater and take possession
of the said premises, or any part thereof, and upon the termination of this lease, either by expiration or cancellation,

for any cause whatsoever, if said lessee shall remain in possession thereof, he shall be deemed guilty of an unlaw-
ful detainer of said premises, and shall be subject to eviction and removal, forcibly or otherwise, with or without

process of law.

8It is hereby agreed by and between the parties hereto that should the said lessee remain in possession of said prem-

ises after the termination of this lease, either by expiration of term or otherwise, that the said lessee shall be liable

for rental during said possession; that said rental shall in no case be less than the rate agreed upon in this instance,
but that the said lessor may reappraise said property and fix a new rate which shall be paid by said lessee during

said continued occupancy. It is further agreed by and between the parties hereto that at the option of thc said lessor,

the said lessee shall be construed to be in possession of said premises and to be occupying the same so long as the
said premises are used in any way to any extent whatsoever by said lessee, or so long as any of his improvements

remain on said premises. It is expressly agreed that such continued occupancy shall not establish a new or extended

lease term.

It is also further expressly understood and agreed by and between the parties hereto that in case the lessee shall refuse

or neglect to pay rentals when due, or shall in any manner fail to comply with any of the requirements of this lease, the

lessor ls authorized to incur any expenses whicn it may deem advisable in making collection or otherwise enforcing the

provisions of this leasel and the lessee shall reimburse the lessor on account of any and all expenditures so made or ex-

penses incurred, including costs of suit.

Additional conditions, if any, set forth on the back page hereof are by this rderonce made a part hereof.

In Witness Whereof, The said lessor has caused these presents to be attested and sealed by its President and Register;

and the lessee has hereunto set his hand and seal on this day and year first above written.

President, State Board of Land Commissioners

Register, State Board of Land Commissioners

(Seal)

Lessee (Seal)

(Seal)



A W5.i.(iN MENT

, the within named lessee, for and in consideration of the

sum of Dollars ($ ), does hereby assign, transfer and sell all

his right, title, interest or claim in and' to the following described tract or parcel of lam, to-wit:

The

, and the improvements thereon,

unto

of , State of , and to his heirs and assigns.

Given under our hands and seals this day of A.D. 19

(Seal)
Anaignor.

(Seal)
Aaalgnce.

Signed and acknowledged before me this day of , A.D. 19

My commission expires 19

Notary Public.

The undersigned bondsmen on Lease No. , do hereby consent and approve of the foregoing

assignment, and by so doing accept the liabilities as set forth in original bond.

(Seal)

APPROVAL OF ASSIGNMENT

Thik assignment approved by order of the State Board of Land Commissioners this

$ 19

ly

Fees for Lease Transfer:

Consideration

Recording

Bond

Deputy Reeder.

(Seal)

day of

Assigmnent Recorded

Itegiater.
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APPENDIX C

Tabulation of Conflicting Bids
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BACKGROUND

The first comprehensive study of the school land leasing

problems in Colorado was made in 1960 by the Legislative Council

of the Colorado General Assembly. At that time an alleged con-

flict of interest in the administration of public school land

brought an investigation of the administration of public school

lands in Colorado.

. The purpose of this study was stated to be: "to study the

proce4ures and policies of the State Board of Land Commissioners

with Aview toward securing a maximum revenue yield to the public

school fund."'

'Senate Joint Resolution No. 24, Forty-second General Assembly,

State of Colorado,;1960.
.
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A number of specific problems were examined concerning

the leasing practices followed by the State Board of Land

Commissioners One of the major considerations was a ccmpari-

son of rental income per acre from surface leFses of land in

Colorado with income from surface leases in eight other states.

It has always been the practice to compare rental income

in Colorado with rental income of other states. A logical

question might be asked: Would it be more revealing to compare

rental income within the state and use similar land witY the

same use and the same economic influences operating?

To the writer's knowledge, there had been no study to

date comparing rental income from state controlled lands with

income from similar privately administered lands.

In the research of the legislative council, there were

some further rental comparisons from county to county. How-

ever, the comparisons were based on state held land in each

county and no effort was made to discern what similar private

land was returning in revenue

Further, little information was available concerning the

disposition of conflicting bids on public school land The

practice of conflicting bids (two persons bidding on the same

surface lease) had been on the incre4se in recent years.

And finally, an examination of the rules and administra-

tive practices being followed by the State Board of Land Com-

missioners concerning subleasing, seemed defensible

The essence of this study is concerned basically with a

thorough'examination of policies pertaining to the three basic
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problems in leasing practices. These three basic problems

have existed for a number of years and have had little basic

research to provide information.

OBJECTIVBS

(1) To compare income from leases on state school lands

with income from leases of similar privately admin-

istered lands.

(2) To identify board policies and administrative prac-

tices being followed by the State Board of Land

Commissioners regarding the disposition of conflic-

ting bids on state school land.

(3) To identify policies and administrative practices

now being followed by the State Board of Land Com-

missioners regarding the practices of subleasing

school lands and its impact on the school funds in

Colorado.

PROCEDURE

The following procedure was the original outline of

Project 7-8167:

The procedure will involve four major steps. Twenty-five

leases representing twenty-five sections (640 acres each or

161000 acres) of state school land will be selected for the

purpose of comparing income with twenty-five sections (640

acres each or 16,000 acres) of privately administered land.

The twenty-five sections will be selected in such a way ap



to represent all types of land now being held by the State

of Colorado. This land will be selected in consultation with

one or more land board members. In addition the recommen-

dations of a valuation consultant will be obtained. The

twenty-five sections of privately held land and the twenty-

five sections of school land will be selected from an area

east of the Continental Divide since this is the location

of most school lands remaining in Colorado. Also the twenty-

five sections will be land similar in use and topography to

that of each school section selected. The valuation consul-

tant will also be used in the selection of these parcels. He

will abstract out of the private leases all economic contin-

gencies such as improvements, water, access and length of

lease for the purpose of making income comparisons on the

land only. It will be necessary to travel to each of the

leases compared for the purpose of establishing the similar-

ity of the state land and the private land.

Second, records on file at the land board will be inves-

tigated for the purpose of determining rules, regulations and

policies followed in the disposition of conflicting bids on

state school land. Also involved will be the tabulation and

investigation of the final disposition of the conflicting

bids filed on state held lands since 1960. This will be done

in an effort to determine if the highest return to the school

funds is currently being realized.

Third, an investigation of all the rules, regulations,

and policies regarding subleasing practices will 13? made to
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determine if the public school fund is best being served by

such subleasing practices,

Fourth, a comprehensive evaluation of Board policies

relating to leasing practices, a summary, and conclusions

will be drawn from the data and other pertinent information

obtained.

The twenty-five sections of privately administered land

were selected between May 10 and July 10 of 1967. It was

found during the selection procedure that it was neither

practical nor desirable to seek complete 640 acre sections.

Many sections wee partially leased or other circumstances

made it impossible to select complete sections. Further, to

select land in such a way as to represent all types of land

in Colorado, more than twenty-five private held leases had

to be used to establish clear trends in leasing income.

Therefore, approximately 24,464 acres or slightly over 38

sections were used to establish income from cash rents on

private property.

Further, the procedure was modified to put special atten-

tion on the South Platte watershed. There are two reasons

why this special accord was granted this area:

1. The South Platte watershed contains an adequate

sampling of the more productive land use classifi-

cations found throughout the State of Colorado.

2. The South Platte watershed contained the greater

number of cash rents available for measurement

of the leasing activities conducted between private

investors.
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Various other %;ounties were sampled throughout the State.

The foregoing is not meant to exclude other counties inves-

tigated.

During August, September and October of 1967 each of

the private leases were visit6d by the principal investigator,

the valuation consultant or both of these parties. Also state

land in each of the counties covered in the "Analysis of

Data" was visited to ascertain its character and use.

The secona and third steps of the procedure were carried

out on a full time basis during November and December of 1967.

Records on file at the State Land Board in Denver were inves-

tigated for the purpose of determining rules, regulations and

policies pertaining to conflicting bids and sub-leasing

practices. At times this was difficult due to the lack of

written policies by the board. Much of the policy was dis-

cussed on a pexson to person basis.

RESULTS AND CONCLUSIONS

1. Cash rentals on public school grazing land in this study

compare favorably with cash rental revenue from private grazing

lands of comparable use and topography. While tho school land

revenue was slightly less, such economic contingencies as taxes,

water development, electricity, and length of lease on private

property make the ranges of revenue comparable.

2. Cash rentals on state grazing land appear to be equaxable

to the school fund and to the ranchor/farmcr. It was found

dur.ing the course of this study that in many counties studied,
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the State of Colorado retains grazing land that is not as

good in quality as privately held contiguous lana. Stated

conversely, Colorado continues to sell state land of better

.quality while there is little demand for marginal land. This

practice has caused some low rentals in certain counties

(Logan County .20, Routt County .15) where much of the land

is of poor quality.

3. On dry land farm areas the State Board of Land Commission-

ers appear to be setting rates comparable, with private leased

land of similar use Where there are large differences in

rental ranges, real estate taxes, length of lease, cost of

water, fencing and electricity generally account for these

differences.

4. The greatest difference in rental rate comparisons in

the study appear in the area of irrigated farming. The

range in rentals on private irrigated land was $25.00 -

$50.00 per acre with a consistent range of $30.00 - $35.00

per acre. On State irrigated land rentals in the areas

studied rarely exceed $6.00 per acre with a consistent range

of $3.50 - $5.00 per acre.

The explanation for this can be found in the fact that

through the years the State Board of land Commissioners have

not made an effort to protect state water rights and encour-

age water development on State land. (See text page 65-..67)

5. The State Board of Land Commissioners have broad powers

in resolving the conflict bid. On the basis of the informa-

tion, obtained ii1 this study, the Board has been exercising



prudent judgment when resolving the conflict bid. This does

not always mean an immediat6'increase in revenue_.. However,

these decisions must necessarily take into consideration the

long term return on public school land. It i4 therefore con-

cluded that the Land Board should retain this flexible policy

and power to arbitrate the conflicting bid.

6. The policies concerning subleasing practices have been

defined and delineated much more clearly since 1965. The sub-

leasing that is currently being carried on is difficult to

control. The Board however, does have firm control of the

practice and when it s discovered appropriate administrative

steps are taken to (1) correctly list the lease to the

proper lessee or (2) cause the current lessee to lose priority

on preference right to renewal.

7. Subleasing land for other purposes is currently being

carried out by the State Board of Land Commissioners. Technic-

ally, this is more of a "multiple use principle" than a sub-

lease. Hunting leases are being granted to at least two parties

on land that has been leased to other parties for grazing. It

appears that the board has no firm policy on this matter and

there is no indication what policies the administrative body

intends to follow.
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